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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON INTERNAL 

CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF
BASIC FINANCIAL STATEMENTS PERFORMED IN 

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
 

 
The Honorable Mark Sanford, Governor 

and 
Members of the General Assembly  
State of South Carolina 
Columbia, South Carolina 
 

We have jointly audited the basic financial statements of the State of South Carolina as 
of and for the year ended June 30, 2003, and have issued our report thereon dated 
December 19, 2003.  We did not jointly audit the financial statements of certain component 
units and agencies of the State of South Carolina, which represent the indicated percent of 
total assets and total revenues as presented in the table below. Those financial statements 
were audited by other auditors, including KPMG LLP acting separately, whose reports thereon 
have been furnished to us, and our opinion, insofar as it relates to the amounts included for 
those component units and agencies, is based solely on the reports of the other auditors.   
 
 

Total Total Total Total Total Total
Assets Revenue Assets Revenue Assets Revenue

Government-wide

Governmental activities 76          18          1            1            75          17          
Business-type activities 99          98          40          56          59          42          
Component units 100        100        -            -            100        100        

Fund statements

Local Government Infrastructure 100        100        -            -            100        100        
Department of Transportation
    Special Revenue Fund 100        100        -            -            100        100        
Higher Education 100        100        59          58          41          42          
Unemployment Compensation 97          91          -            -            97          91          
Housing Authority 100        100        -            -            100        100        
Education Assistance Authority 100        100        -            -            100        100        
Other remaining fund information 94          88          10          51          84          37          

jointly audited by KPMG separately
Percentage audited Percentage audited

by other auditors
Percentage not

 
 





 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

COMPLIANCE WITH LAWS AND REGULATIONS 



 

 

 
03-1    Financial Reporting 
 
Employment Security Commission 
 The Comptroller General’s Policies and Procedures Manual (STARS Manual) section 
2.1.7.20 states that agencies with federal subfunds are required to perform monthly 
reconciliations between the State’s Comptroller General (CG) CSA 467CM report (Trial 
Balance by Subfund, Project and GLA) and the agency’s records for each project and phase 
code.  The Employment Security Commission (ESC) did not perform monthly reconciliations 
for fiscal year 2003 as required.  As a result, there is no process in place to detect and identify 
variances between ESC’s recorded amounts and the CG’s accounting records.  A similar 
comment was included in our three prior reports. 
 
 We again recommend that ESC prepare monthly reconciliations of agency accounting 
records to the CG reports in a timely manner.  The reconciliations should be documented in 
writing, in an easily understandable format with all supporting working papers maintained for 
audit purposes including the signatures of the preparer and reviewer and the dates of 
preparation and review.  The reconciliation of parallel accounting systems assures that 
transactions are accurately processed by both the agency and the CG, strengthens the internal 
accounting controls for both the agency and the State, and assures proper classification of 
transactions presented in the State’s financial statements. 
 
See agency response at page 5. 
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SUMMARY OF PRIOR FINDINGS 
 
 During the current engagement, we reviewed the status of corrective action taken on 
each of the findings in the prior report on compliance and on internal control over financial 
reporting at the financial statement level, dated February 21, 2003 to determine if the 
conditions still existed.  Based on our audit procedures we determined that adequate 
corrective action had been taken on each of the findings except for the Financial Reporting 
deficiency at the Employment Security Commission which we have repeated in finding 03-1 of 
this report. 
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MANAGEMENT’S RESPONSE 
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